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FOREWORD 


This revised analysis has been prepared by the executive branch 
of the Government as a part of its presentation in support of the 
President’s recommendations for the continuance of the mutual secu- 
rity program for the fiscal year 1954. Publication by the page ig 
does not in any way constitute approval of the material or of the 
recommendations of the President. 
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SECTION-BY-SECTION ANALYSIS OF EXECUTIVE BRANCH 
DRAFT, FISCAL YEAR 1954 MUTUAL SECURITY LEGISLA- 
TION 





EXPLANATION OF ExecutTivE Branch Mutuat Security BIL, 
FiscaL YEAR 1954 


GENERAL DESCRIPTION OF BILL 


The executive branch bill consists of a series of amendments to the 
existing statutes which govern operations of the Mutual Security 
Program. The bill contains amendments to the Mutual Security 
Act of 1951, as amended, the Mutual Defense Assistance Act of 1949, 
as amended, and the retained provisions of the Economic Cooperation 
Act of 1948, as amended. 

For the convenience of the Congress, the fiscal year 1954 funds 
authorizations are grouped under descriptive headings in separate 
chapters of the bill. The authorizations for each type of assistance, 
which were broken down by geographic area and scattered throughout 
the bill in other years, have been in this bill brought together in one 
place; for example, the authorizations for military assistance for 
all parts of the world have been brought together for easy reference 
into a single chapter of the bill. 

The lengthy and repetitious carryover language for - ‘rly contained 
in mutual-security bills has this year been replaced by a single con- 
solidated section. 


CHAPTER I MUTUAL DEFENSE MATERIEL AND TRAINING 


This chapter contains only one section, 101, which adds to the 
Mutual Security Act of 1951, as amended, a new section 540, which 
authorizes the fiscal year 1954 funds for military assistance. The 
total authorization is subdivided into separate authorizations for each 
of the four geographic titles established by the Mutual Security Act: 
Europe, the Near East and Africa, Asia and the Pacific, and the 
American Republics. The funds requested for offshore procurement 
are contained in these military-assistance authorizations 


CHAPTER II MUTUAL DEFENSE FINANCING 


This chapter contains a single section which adds three new sections 
to the Mutual Security Act of 1951, as amended. 

New section 541 authorizes the fiscal year 1954 funds for furnishing 
defense support under section 503 (a) of the Mutual Security Act and 
also for related types of assistance described in new sections 102 and 
304. The defense support funds are available for assistance to Euro- 
pean countries, to the National Government of the Republic of China, 
and to the Associated States of Cambodia, Laos, and Vietnam 
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New section 102 authorizes the use of funds for assistance to France 
and the United Kingdom for the manufacture in those countries of 
equipment required b fore oO the defense of the North 
Atlantic area. These are special programs of production financing 
Which were disc ussedl with the countries at th {ime ol the recent 


meeting of the North Atlantic Treaty Council. The President may 

make this assistance available to France and the United Kingdom on 

ch terms and conditions, incl idins the direct transfer of funds. ns 

\ pecil Kor ¢ xampl the President mav transfer funds to 

tl [ nited IK 1 dom to DAV for aircratt prod ed I\ the | nited 
Kingdom for British forces defending the North Atlantic area. 
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L\PTER III MUTI SPECIAL WEAPONS PI NNIN( 
chapter contains a sin le section which adds a new section 542 
Mutual Securit Let 1951 as amended New section 542 
horizes a nontransferable fund for furnishing special weapons (but 
ot atomic energy weapons) to nations eligible to receive military 
assistance, to NATO, or to the European Defense Community hese 


inds will be used to finance the production ol such special Weapons 
is the President rnie\ determine (as a result of special Weapons studies, 
such as that currently under way by SHAPE) should, in the security 
interest of the United States, be furnished to our allies. For example, 
the United States may wish to produce for NATO a superior guided 
missile which may be invented by a NATO country. The President 
must make another determination, before any weapons are transferred, 
that such transfer will be in the interest of the United States, will 
further the purpose of the Mutual Defense Assistance Act, and that 
the recipient can safeguard the security of the weapons. 


CHAPTER IV MUTUAL DEVELOPMENT AND TECHNICAL PROGRESS 


This chapter contains four sections dealing with technical assistance 
and special economic assistance in underdeveloped areas. 
Reaqular techn cal assistance and development programs 

Section 401 of the bill adds a new section 543 to the Mutual Security 
Act of 1951, as amended, which authorizes the fiscal year 1954 funds 
for the regular technical assistance and development programs of the 
types hitherto conducted in the Near East and Africa, south Asia, 
the Philippines and Thailand, and Latin America 
Basi materials de velopment 

Section 402 of the bill contains the fiscal vear 1954 funds for baste 
materials development. These funds will be used to increase the 
prod ietion ot basic mate rials which are in short supply in countries 


recelv in: { nited States assistance 
Nnecial economic assistance 


ection 403 of the bill substitutes a new section 206 in the Mutual 


Security Act of 1951, as amended, which authorizes the furnishing’ of 
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special economic assistance in the Near East and Africa. The funds 
will be used to promote economic development and assist in maintain 
ing economic and political stability in the area Assistance under this 
section will also include proj ets for relief and re hab litation ac tiv ities, 


including assistance to inte mational organizations This Is largely ‘ 
new type of program, primarily for capital equipment and construction 
rather than consumers’ commodity aid. It will often, but not neces 
sarily, aid defense efforts It is economic aid over and above tech- 
nical know-how and demonstration supplies. Its purpose is to stim- 


ulate rapid economic development in the Near East and Africa 
Assistance under new section 206 may be furnished by the President 


in such manner as he may prescribe and he may furnish assistance 
according to the applicable provisions of the Act for Internation 
Development (except, of course, those provisions relating to the p 
pose for which assistance may be vel or accord to the mai o 
provisions ot the Economic Cooperation Act of 1948, as amended 
Section 404 of the bill adds a new subsection 302 (b) of the Mutu 
Security Act of 1951, as amended, which authorizes a similar special 
economic development program for India and Pakistar Here agai 
the objective IS rapid economic development In coordination with 
the regular technical assistance programs going on in these countries 
CHAPTEI \ MULTILATERA ORGANIZATIONS 


This chapter of the bill contains 4 sections dealing with 5 special 


programs, most of which are carried on through multilateral 
organizations 


Move ment of migrants 


Section 501 of the bill authorizes contributions during the calendar 
year 1954 to the Intergovernmental Committee for European Migra 
tion for the purpose of assisting the movement of migrants from 
areas of surplus population in Europe to areas, such as South America 
and Australia, in which they can live and work. 

Section 502 of the bill adds two new sections to the Mutual Security 
Act of 1951, as amended 


Multilateral technical assistance 


New section 544 authorizes the fiscal year 1954 funds authoriza 
tions for the furnishing of technical assistance through the United 
Nations and its specialized agencies and through the Organization of 
American States 


Children’s welfare 

New section 545 authorizes the making of contributions during the 
‘calendar year 1954 for the support of international children’s welfare 
work. The United Nations International Children’s Emergency 
Fund is not named in the authorization because it may be reorganized 
at the end of this year 
Re lief package s 

Section 503 of the bill authorizes the fiscal vea 954 funds for the 
payment of ocean freight charges on shipments of relief supplies, 
such as CARE packages, coing from the United States to foreign 
countries 
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United Nations Korean Reconstruction Agency 

Section 504 of the bill authorizes the fiscal year 1954 funds for 
making contributions to the United Nations Korean Reconstruction 
Agency 

The United States pledge to UNKRA is $162.5 million A part of 
this pledge has already been contributed. Another part will be met 
through the turning over to UNKRA of the United States Army 
emergency relief “pipeline” at the time when UNKRA takes over full 
responsibility for relief in Korea. The estimated value of this “pipe- 
line’ at the time of takeover is about $40,750,000, and this figure has 
been adjusted accordingly in section 303 (a) of the Mutual Security 
Act. The United States contribution to UNKRA for fiscal year 1954 
has been fixed at $71 million, the amount which, together with the 
amounts previously contributed and the “pipeline” figure, will fulfill 
the United States pledge 


CHAPTER VI FURTHER CHANGES IN EXISTING MUTUAI SECURITY 
LEGISLATION 


This chapter contains a series of technical amendments to mutual 
security legislation. No authorizations for funds are contained in 
this chapter. 

Tran sfe rab lity 

Section 601 of the bill adds two new sections to the Mutual Security 
Act. New section 546 provides for two kinds of transferability, upon 
determination by the President and notification to the appropriate 
committees of Congress: 

a) Not to exceed 10 percent of the aggregate of the sums pro- 
vided for military assistance in Europe on the one hand, and for 
defense support and production financing in all areas on the other 
hand, may be transferred between funds appropriated for either 
of those purposes, but to be used for military assistance or defense 
support purposes in Europe only. This is a kind of transferability 
analogous to the European intratitle transferability which is pro- 
vided in section 101 (b) of the Mutual Security Act. 

b) Not to exceed 10 percent of the funds contained in any of 
chapters [1 (defense support and production financing), IV (tech- 
nical and economic assistance for underdeveloped areas), and V 
assistance through multilateral organizations), may be trans- 
ferred to funds under any other of such chapters. ‘This is a kind 
of transferability among chapters of the fiscal year 1954 bill 
analogous to that which continues available between geographic 
titles of the Mutual Security Act. 


Carry é/ pre 1s Or 

New section 547 is a consolidated carryover provision. It continues 
available for their original purposes through June 30, 1954, the funds 
appropriated fot the fiscal year 1955 and permits the consolidation of 


these funds previously appropriated with the proper fiscal year 1954 
appropriation made for the same general purpose 
Hsea pee S 

Section 602 of the bill changes the Kersten amendment (see. 101 
a 1) of the Mutual security (ct) so that assistance may be furnished 





REVISED SECTION-BY-SECTION ANALYSIS o 


to escapees from Communist areas of Asia. This change enlarges the 
present authority to help escapees from Communist areas in Europe. 
Military assistance in the Near East and Africa 

Section 603 of the bill contains two changes relating to military 
assistance in the Near East and Africa: 

(a) Section 201 of the Mutual Security Act is clarified by making it 
explicit that funds made available pursuant to that section may be 
used not only to furnish military assistance to Greece, Turkey, and 
Iran but also to foie military assistance, pursuant to section 202, 
elsewhere in the area of the Near East and Africa. 

(b) Section 202 is substantially rewritten in order to make several 
changes. First, the geographic coverage of the section is extended by 
including a reference to Africa. Seeond, assistance is authorized 
be given to a possible regional defense organization and to countries 
in that general area which may join such an organization. Third, the 
findings which the President will be required to make for giving 
assistance to countries not already found eligible have been revised to 
conform more closely to the analogous lindings required in the case of 
assistance furnished in the European area. Fourth, the undertakings 
which are required from countries receiving aid are patterned after the 
assurances required by countries purchasing military equipment from 
the United States under section 408 (e) of the Mutual Defense Assist- 
ance Act. Finally, the President is given discretion to specify which 
of the assurances if ogee. by section 402 of the Mutual Defense 
Assistance Act and | f section 511 (a) of the Mutual Security Act 
shall be required. 

Author ity for assistance to Korea 

Section 604 of the bill makes it possible for the President to use up 
to 50 percent of funds made available for contributions to the United 
Nations Korean Reconstruction Agency for direct economic assistance 
to Korea should circumstances warrant that course of action. 


CHANGES IN TITLE V OF MUTUAL SECURITY ACT 


Section 605 of the bill contains several amendments to title V of 
the Mutual Security Act. 

Pe rsonnel ce iling ere mption for new i] tary assistance programs 

Section 605 (a): Section 504 (d) of the Mutual Security Act is 
amended to provide that after July 1, 1953, personnel carrying out 
certain new programs under the Mutual Defense Assistance Act of 
1949, as amended, shall be in addition to the personnel ceiling estab- 
lished in 1952 under section 504 (d) 

The present personnel ceiling, which has been in effeet during most 
of fiscal vear 1953, took into account program requirements for that 
fiscal year. In fiscal vear 1954, however, the military assistance pro- 
gram may include assistance for several new countries (including pos- 
sibly Japan, Spain, and Germany) and defense organizations (possibly 
the European Defense Community and a Middle East defense organi- 


zation), and the program in Indochina will be e xp inded. ‘These new 
programs will require personnel in addition to those now engaged 
furnishing military assistance. Accordingly, it is proposed that these 


new personnel shall be over and above the ceiling now in effect 
pursuant to section 504 (d 
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Special use of funds 

Section 605 (b): Section 513 (b) of the Mutual Security Act is 
amended in two respects. The limit of $100 million for emergency 
assistance is presently applicable under that section to funds mad 
available for the fiscal year 1953. It is proposed to make this au 
thority apply to funds available for any fiscal vear for the purpose of 
the Mutual Security Act. In addition, the President may furnish 
assistance without regard to the forms and conditions of assistance 
required by the act, when the President finds such use to bi inportant 
to the se UPrIty of the United States 
\s presently enacted section 513 (b) permits the President, fo 


example, to give assistance to a country without vetting the assu 
ances required by section 511 The te mporary unw llingness of 
certain countries 2 years ago to give these assurances illustrates 
situation which section 513 (b) now covers It is proposed to broadet 
thre authority to cover other possible needs If, for imstanc an 


earthquake or other major disaster should occur in a foreign country 


it m”avV W |] 1) Lh) the interest of thr [ nited states to supply limited 


| 


but rapid economic aid to that country, notwithstanding the cus 


tomary techniques of defense support or tec hnical assistance 
The proposed revision continues the requirement that the President 
shall notify the Committee on Foreign Relations of the Senate and 


the Committee on Foreign Affairs of the House of Representatives 
upon making any such waiver of the requirements of the legislation 


Guaranty pi oqram 


Section 605 (e): Section 520 of the Mutual Security Act is amended 
to authorize the extension of the investment-guaranty program to 
additional countries in which that program will further the purpose 
of the Mutual Security Act, whether or not such countries are othe 
Wise participating in the Mutual Security Program and without 
regard to the usual eligibility assurances required by countries re 
ceiving assistance 

This change will, for example, make it possible to guarantee privat 
investments by United States citizens, in countries not otherwis¢ 
receiving aid, against the risks of expropriation and inability to con- 
vert earnings to dollars. An extension of the risk coverage of this 
program is proposed in section 607 (b) of the bill and discussed below. 


Termination of program 

Section 605 (d): Seetion 530 (a) of the Mutual security Act is 
amended in two respects 

First, the date for the expiration of the Mutual Security Program 
is changed from June 30, 1954, to June 30, 1958. It has already 
become apparent that the objectives set forth in section 2 of the Mu 
tual Security Act cannot be fulfilled by June 30, 1954. On the other 
hand, it is not possible to fix a precise terminal date in the future. 
In view of the current situation and the uncertainty of the future, 
the 4-year extension has been proposed as a reasonable estimate under 
the circumstances 

The second change has to do with the furnishing of equipment which 
takes a long time to produce, the so-called long lead time items (such 
as some aircraft which take 3 years to build Under section 530 (a 
as it now stands items which are contracted for before the termination 
date must be transferred to the recipient of aid within a 12-month 


REVISED SECTION-BY-SECTION ANALYSIS 


- 


liquidation period following the termination date, and no authority 
exists for obligating funds for delivery expenses after that time. 
Long-lead items contracted for during the next to the last vear of the 


program cannot, however, be completed and delivered before the 





expiration of the present l-veat liquidation period This problem Is 
presently being met by insertine in all lon y lead item contracts a 
termination clause, but these contracts tend to have a hicher pi 
reflecting the increased risk to the contractor and they subjeet th 
United States to th risk of heavy termimation payme! It 
therefore proposed to make it possible for procurem t office) 1K 
> vears atte the terminal date of thy program to pav for and Tre 
the delivery expense of iten which are ordered before the t 
date but hich eannot be nished until afte Ul tern ai dat 
Underdeve!l ned area 

Section 605 (e 3 his s ection of the bill adds a new etion 548 
to the Mutual Seeurit \et which enables the tor for M 
SeCULIEN to choos: 14 l | pre dures mid a oritl rovid 
in the Act for International Developme it and t! rematrning pro 
visions of the Economic Cooperation Act of 1948, as amended nh 
ndmiunisterine economic and chnical-assistane oO ms im under 
ae veloped areas ol the world ‘| hus he may furnish assistance unde! 
the proced ires laid down by either act tle ma establish uniforn 
administrative arrangemen cluding personnel practices or ex 
ample, in the hiring of consultant I Act for International Develop 
ment allows compensation at the rate of $75 per day and the Econom 
Cooperation Act allows $50 pe day New section 548 makes it 


possible for the Director for Mutual Security to establish a uniform 
| 
| 


pay scale for consultants working on technical-assistance programs 


irrespective of which act contains authority for such programs 
Use of local CUrrency 

Section 605 (f): This subsection of the bill deals with several prob- 
lems in the administration of the Mutual Security Program resulting 
from the enactment of section 1415 of the Supplemental Appropria- 
tion Act, 1953. That section prohibits the expenditure after June 30, 
1953, of local currencies received by the United States in connection 
with assistance furnished by the United States (such as 10 percent 
counterpart) ‘except as may be provided for annually in appropria- 
tion acts.”” Consistent with the provisions of section 1415, the execu- 
tive branch has elected to include in annual requests to the Congress 
for dollar appropriations the value in dollars of the local currency 
which will be needed to run the program for the year. Thus, any 
dollars appropriated for the fiscal vear 1954 must be used to cover 
both the dollar requirements and the local-currency requirements of 
the program 

Section 1415 therefore means that although 10 percent counterpart 
may now be spent for operating expenses, including expenses of con- 
cressional committees, as the Director for Mutual Security shall direct 
after July 1 of this year appropriated dollars must be used to purchass 
this needed local currency, either from the United States Treasury, i 
cases in which sufficient 10 percent counterpart or analogous curreney 
is available, or from a foreign country in other cases 

Subsection 605 (f) of the bill makes several changes to implemet 


section 1415 The next to the last sentence of section 521 of th 
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Mutual Security Act is struck out because it provides that local eur- 
rency available for use by the United States may be spent without 
reimbursement to the Treasury. Further, a new section 549 is added 
to the Mutual Security Act which: 


l. States that the amount to be authorized includes local- 
currency requirements, for both administrative and program 
expenses, valued at $98,396,000 for fiseal 1954 

2. Provides that any amounts appropriated for the program 
may be used to purchase foreign currencies. Congressional com- 
mittee expenses are not included in the program requirements. 

3. Provides that obligations incurred in local currencies before 
the effective date of section 1415, July 1, 1953, may be liquidated 
without reimbursement to the Treasury 


Change S ? the Mutual dD JOnSé Assistance Act 


Section 606 of the bill contains a number of changes in the Mutual 
Defense Assistance Act of 1949, as amended 
Assistance to NATO countries 

Section 606 (a): A proviso is added to section 101 of the Mutual 
Defense Assistance Act which would permit the President to furnish 
military assistance to units of NATO countries which are not defi- 
nitely available for the defense of the NATO area when the President 
determines that to do so will further the purpose of the Mutual 
Defense Assistance Act 
E’rcess equipme nt 

Section 606 (b): This subsection raises the ceiling by $200 million 
on the total value of military equipment excess to United States needs 
which may be furnished from Department of Defense stocks to foreign 
countries. The transfers of equipment programed for the fiscal year 
1954 would bring the total value so close to the existing limit of $1.2 
billion that it is deemed wise to take into account now a change in 
program requirements during the year which might require an amend- 
ment later in. the fiscal year 1954 of the statutory ceiling. 
Sales of military equipn ent 

Section 606 (¢): This subsection makes the military equipment 
sales program a permanent one by exempting it from the provisions 
of section 530 (a) which puts a terminal date on all authority given by 
the Mutual Security Act and the Mutual Defense Assistance Act. 
When grant military aid ends there will be a continuing need for spare 


parts apd re placements. It is in the interest of the United States to 
sell such spares and replacements to our allies and to continue to 
supply friendly countries which are prepared to pay in full for military 
purchases, becatise to do so helps them maintain defense forces which 


may fight alongside our own in the event of war and because such 
foreign defense orders help to maintain the United States mobiliza- 
tion base. Accordin lv, it Is proposed to preface section 408 (e) with 
a clause which would permit the military equipment sales program 
under the Mutual Defense Assistance Act te continue after the grant 


assistance program has ended 





REVISED SECTION-BY-SECTION ANALYSIS y 


De pe ndable unde rtaking proce dure 

Section 606 (d): This subsection clarifies the eligibility under section 
408 (e) of international military organizations and headquarters to 
contract for the purchase of military equipment by furnishing a written 
guaranty of final payment rather than making a full down payment 
when the contract is entered into. Thus these organizations would 
be placed on the same footing with foreign countries purchasing mili- 
tary equipment. 
Loans of equipment 

Section 606 (e): This subsection clarifies the authority of the Presi- 
dent to lend United States equipment to countries for test and study 
purposes. Foreign countries frequently ask to borrow equipment with 
the idea of testing it for suitability to their needs so that they can 
decide whether to buy it for themselves 


CHANGES IN REMAINING PROVISIONS OF ECONOMIC COOPERATION AC1 
OF 1948 


Section 607 of the bill contains changes in the remaining prov isions 
of the Economic Cooperation Act of 1948, as amended. 
Marimum term for quaranties 

Section 607 (a): This subsection lengthens the maximum term for 
investment guaranties to 20 years from the date of issuance of the 
guaranty. At the present time, guaranties are limited to a maximum 
term of 14 years from the date of enactment of the Economic Coop- 
eration Act of 1948, but of course the effective term has progressively 
decreased from 14 to 9 years at present, which is too short a period to 
meet the needs of most investment proposals. It is felt that this 
lengthening of the maximum term will be an important factor in 
encouraging additional United States private investments for basic 
development enterprises, and investments in extractive industries 
abroad requiring exploration periods of uncertain duration. 


Risk coverage of guaranties 

Section 607 (b): This subsection broadens the coverage of invest- 
ment guaranties to include the risk of physical damage to property 
from military and revolutionary action. This war risk coverage is 
provided for by broadening the present guaranty against expropria- 
tion so as to cover both expropriation and war risk. A number of 
qualified private individuals and groups have advised that the risks 
of war and revolution are important deterrents, and must be insur- 
able risks in an effective system of insurance against risks peculiar to 
foreign investment. 


Counterpart loans 

Section 607 (c): This subsection deals with two problems which 
have arisen under the proviso to section 115 (b) (6) of the Economic 
Cooperation Act enacted last year which requires the redeposit in the 
main counterpart account of funds received in repayment of loans in 
counterpart currencies. Since the repayments of counterpart loans 
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must be made to the main counterpart account itself, this makes it 


difficult to set up an effective lending institution for counterpart 
The proposed change permits repayment to a lending institution but 
retains United States control over further use of the funds. The 
second change proposed would make it clear that United States con- 
trol over counterpart loan repayments will not continue after assist- 
ance to the foreign country is terminated. The proviso as presently 
written may imply that the United States may exercise control over 
loan of counterpart funds perpetually, and this implication has caused 
difficulty in negotiating with foreign countries over counterpart fund 


releases 








